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KEY ECONOMIC INDICATORS: BENIN 


All values in U. S. $ million and Exchange Rate: U. S. $1.00 = 245 
represent period averages unless francs CFA as of July 1, 1977 (1) 
otherwise indicated 


(est) % change 
1974 1975 1976 1975-76 
INCOME, PRODUCTION, POPULATION 
GDP at current prices 360 397 440 11% 
GDP Per Capita ($) 116 124 137 
Population (millions) 252 3:2 3.2 
MONEY AND PRICES 
Money Supply 80.2 L935 13i.7 14.5% 
Public Foreign Assets 22.0 16.2 3Y5 -46.3% 
Domestic Credit Outstanding Fie 116 135 20 &% 
Average Commercial Interest Rate (2) 11.7% 11.7% 11.7% 
BALANCE OF PAYMENTS AND TRADE 
Balance of Payments +11.7 NA NA 
Total Imports 137 143 165 
Total Exports 97.9 79.1 97.7 
Balance of Trade Deficit -39.1 -63.9 -67.3 
Beninese Exports to U. S. 1.9 9 NA 
PRODUCTION OF MAJOR EXPORT CROPS 
(in thousands of metric tons) 
Palm oil 9.8 13.57 23.0 
Palm kernel oil 17.2 21.2 21.4 
Cotton 34 26 28 
Coffee 1 1 2 


Principal export to U. S. in 1976: Palm kernel oil -- $0.3 million 
(1) Value of $1.00 balanced at 230 francs CFA in following tables 


(2) Commercial interest rate fixed by government ordinance 


Sources: B.C.E.A.0. (Banque Centrale des Etats de l'Afrique de 1'Ouest) 
and IMF sources 














SUMMARY 


On November 30, 1975, the Republic of Dahomey became the 
People's Republic of Benin and the People's Revolutionary Party of 
Benin was created. The change of name and the creation of a socialist 
one-party government symbolize the cumulative changes that have 
taken place in the country since the present military government 
gained power in 1972. President Mathieu Kerekou's regime has been 
in power for almost five years, which makes it the most durable government 
since Benin's independence. As the political situation has approached 
stabilization, this Marxist-Leninist state has begun to establish 
various economic goals. Internally, the government has exerted its 
influence in every field of economic activity. Investment projects 
held in abeyance in the earlier days of the regime have moved forward, 
and the wave of nationalizations that followed the government's 
"Socialist Option" in late 1974 has receded. 


At the same time, Benin remains listed as one of the 25 least- 
developed nations by the United Nations. There is no major capital 
investment; Beninese exports continue to decline; and the government 
has yet to announce its first economic development plan, although one 
has been formulated. International donors are responsible for the 
realization of the major infrastructure and agricultural projects. A 
national agricultural campaign launched in the beginning of 1976 and 
designed primarily to increase food production has been stymied by 
bad weather and organization problems. 


American exports remain small in comparison with France and 
other European Economic Community (E.E.C.) countries, accounting for 
only 10-12% (precise statistical data is not available). The govern- 
ment of Benin in 1976, however, announced its intention under the 
Lome Convention to abolish reverse preferences for duties on E.E.C. 
imports. Gradual implementation of the new tariff schedule began in 
mid-1977. This development alone will increase the price-competitiveness 
for American goods in such major fields as trucks and industrial 
vehicles, textiles, clothing, office equipment, and hand tools. The 
government also desires to expand its sources of supply beyond tradi- 
tional relations with France. Joint ventures with the government are 
the most feasible path for potential investors. 








A. CURRENT ECONOMIC SITUATION AND TRENDS 


Scientific Socialism in Benin 


Following the nationalization of the banking sector in June 1975, 
the series of nationalizations that began with the introduction of 
Marxism-Leninism in November 1974 came to a halt. It is evident that 
the financial demands of indemnification and serious problems 
encountered in the coordination and integration of the newly nationalized 
interests convinced the Beninese government that the ultimate goal of 
a completely socialist state could not be accomplished within a short 
period of time, given Benin's least-developed status and dependence on 
foreign capital. The nationalizations were limited to the "key sectors 
of production" -- banks, insurance companies, oil distribution facili- 
ties, brewery, textile mill, cement factory, and the freight-forwarding 
agencies. The commercial sector, with the exception of locally 
produced agricultural products, remains in the hands of private inter- 
ests. There was rapid progress in the indemnification of U.S. petroleum 
interests in mid-1976, and the government has reaffirmed on several 
occasions its intention to compensate all nationalized concerns. 


The major focus of official attention currently is the socialization 
of the agricultural sector. On December 31, 1975, President Kerekou 
announced the National Production Campaign for 1976-1977. The plan 
focuses on the development of small "units of production", which will 
dot the countryside of Benin. Government offices and para-statal 
organizations, together with private companies, schools, the national 
university, and every administrative unit from provinces to villages 
were given production assignments, mostly the cultivation of plots of 
land, some of them quite sizeable. Small agro-industrial processing 
plants are also planned, but little progress has been made in this area. 
A lack of rainfall in central and southern Benin has frustrated efforts 
for a major increase in farm output, but a large amount of land (over 
30,000 hectares) has been put into cultivation for the first time. 
Strict government pricing policies designed to benefit the average 
Beninese consumer have met increased problems in smuggling and black- 
market operations. Localized droughts and distribution problems cul- 
minated in severe food shortages in isolated rural areas of Benin and 
a general scarcity in urban areas in mid-1977. 


Development Objectives 


National development planning has been handled on a piecemeal basis 
since the military takeover in 1972. A national development plan 
formulated in 1973 was delayed by organizational changes in the Ministry 
of Plan and finally abandoned with the adoption of Marxism-Leninism in 


1974. A presidential commission appointed in late 1976 has com- 
pleted its work, and final approval for Benin's first comprehensive 
development plan is expected before the end of 1977. 


"Agriculture is the base of our economy, and industry is the 
motor," are the words used by President Kerekou in introducing 
the National Production Campaign of 1976-1977. Increased emphasis 
has therefore been put on the transformation of Benin's agricultural 
economy from subsistence farming to exports of processed agricultural 
goods and food products. At the present time, Benin is involved 
in the processing and marketing of products from two crops: palm 
and cotton, exports of which have continued to decline since 1974, 
although import substitution is a mitigating factor. There are 
projects for other agro-industrial plants in the interior: a citrus- 
fruit concentrate factory, a tomato-paste factory, a peanut and shea- 
nut oilerie, and a sugar refinery, all financed by international 
donors. 


Infrastructure development concentrates on Benin's geographical 
position as a maritime commercial base for neighboring Nigeria and 
Niger. A port expansion project which would double the capacity 
of Cotonou's port and which is valued at $41 million is under con- 
sideration by a consortium of international donors headed by the 
World Bank. The road from Cotonou to the Niger border is being 
improved with French, American, and World Bank financing. Nigeria 
is financing a more direct coastal route which will connect Lagos 
with Cotonou. A new bridge across the Cotonou lagoon being con- 
structed with U.S.A.I.D. participation will further ameliorate 
conditions for coastal transport. 


Tourism and convention facilities also figure in Benin's 
infrastructure development plans. Current tourist facilities are 
minimal, but their expansion is underway. A new international class 
hotel is under construction near the Cotonou airport, and a new 
tourist hotel has opened in Pendjari Park. Plans call for the 
construction of two beach-front tourist hotels: one at Grand Popo, 
near Togo, and the other outside of Cotonou. A $42 million sports 
center was constructed in 1976 in the center of Cotonou, and an 
even larger sports and convention complex is being constructed outside 
of Cotonou by the People's Republic of China. 


Economic Performance in 1975-1976 


Statistical data for this period is scarce, as the release of 
official statistics was halted by the Beninese government in late 1975. 
Overall, the Beninese economy seems to remain sluggish, with the 
only bright spot an increase in the transit trade through the Cotonou 
port destined for Nigeria. GNP declined slightly in real terms, as 














Benin suffered worsening terms of trade in international commerce. 
Agricultural production also stagnated, despite the National Production 
Campaign. Government finances managed to achieve balanced budgets in 
1975 and 1976, but at the cost of minimal transfers to the investment 
budget. 


Given the government's investment in terms of manpower and dis- 
ruption of normal economic activities, agricultural performance was 
extremely poor, especially in 1976. Rigid pricing techniques, logistical 
problems, and lack of rainfall resulted in an absolute decline in grain 
production from 1974. Fixed prices on the resale of food products 
stimulated an increase in smuggling to neighboring countries with 
more attractive profits for the middleman. Better organization and 
possibly better weather may result in better harvests by the end of 
1977, but severe food shortages in mid-1977 were met only by imports 
and extensive black-market operations. (Imports of wheat, sorghum, 
rice and corn totalled over 34,000 tons in 1975 and over 99,000 tons 
in 1976. 


Production performance in Benin's two major export crops, palm 
and cotton, was also unexciting. Despite development assistance 
from the World Bank, production of cotton was up only slightly in 
1976 from its low of 26,000 tons in 1975. Production of palm oil 
and palm kernel, traditionally Benin's largest export commodity, in- 
creased slightly in 1976 as new strains in the plantations came to 
maturity, but it remains to be seen whether this will ultimately offset 
the rapid decline in productivity of Benin's older palm. Development 
of tobacco and coffee as export crops has not moved forward and harvests 
remain small. Cocoa is no longer in evidence. Diversification of 
Benin's agro-industry into such domains as citrus fruits, sugar, and 
tomatoes remains the object of development planning. 


Benin's industries also turned in a mixed performance in 1975- 
1976. IBETEX, the cotton cloth manufacturing parastatal company, began 
operations in early 1975. With over 2,000 workers, it is Benin's 
largest employer. Problems with equipment at the plant in Parakou, 
poor quality controls which led to problems in export marketing, and 
financial mismanagement cut into output and profitability, and finally 
forced the government to place the company administration directly 
under the Ministry of Finance in early 1977. Other industries with 
government participation, such as C.I.B. (ceramics) and SOBETEX 
(cotton print), fared better. Benin's national brewery also experienced 
problems with equipment and distribution with resulting occasional 
shortages of beer and bottled soft drinks. Cotonou's cement factory 
registered diminishing production in 1976 due to maintenance problems. 
Another cement factory is planned near Cotonou with Saudi financial 
backing. 


The only successful area of Benin's faltering economy has been 
its commercial sector, particularly its relations with Nigeria. Border 
trade, both legal and illegal, has sky-rocketed in the last two years, 
as the Nigerian boom and the congestion in Lagos have elevated the 
importance of Cotonou's port facilities for imports to southwestern 
Nigeria and provided needed customs revenue for the Beninese government. 
Although the bulk of the trade is managed by the established import- 
export firms such as CFAO, SCOA, John Holt, and John Walkden, an 
expanding number of Lebanese, Asians, and Nigerians have become involved. 
Statistical details are not available, but the prosperity of the import- 
ing merchants and the traffic to Nigeria tell the story. At the same 
time, the importance of Cotonou's port for Niger has declined with the 
development of alternate routes. Commodities commonly imported to 
Benin for re-export include liquor, tobacco products, textiles, used 
clothing, and canned goods. 


1975 and 1976 were marked by a large expansion of credit and a 
high inflation rate in Benin. Outside of problems in black-market 
prices in food, worldwide double-digit inflation reached Benin. The 
inflation rate in 1976 has been estimated at 14% on the basis of price 
rises for imported consumer goods. The expansion of the credit carried 
out by the nationalized commercial banking sector, was the result of 
government policy designed to generate domestic investment. Benin 
fortunately is a member of the B.C.E.A.O (Banque Centrale des Etats 
de 1‘Afrique de l'Ouest) which uses the CFA franc supported by the 
French treasury. Without this indirect external support, it is easily 
conceivable that the expansion of credit (110% in 1975-76), combined 
with decreasing foreign assets and an inability to constitute a 
viable domestic savings program, would have resulted in the collapse 
of the Beninese economy. Debt re-funding by the central bank was 
ended in August 1976 after a 400% increase in the same period. Unhappily, 
most of the loans made by Beninese financial institutions were not 
used for domestic investment projects, but instead for inventory -replen- 
ishment, import purchases, home-building and the acquisition of personal 
property. 


Government finances in Benin are somewhat of a mystery, as no 
breakdown of the national budget has been available since 1974. The 
government has announced, however, that the chronic deficit problems 
encountered in the years prior to 1975 have been reversed and that, 
indeed, a fiscal surplus has been achieved. Budgets in previous years 
under the present government have been characterized by large percentages 
ear-marked for payment of government salaries, in the neighborhood 
of 65-70% of total expenditures. Capital expenditures through the 
investment or equipment budgets have been small. There is also evidence 
that the revenue of government-owned parastatal agencies has been 
incorporated into the operating budget, leaving little left over for 
capital or inventory investment. 





Conclusions and Forecast 


The economic future of Benin under present conditions is not 
bright. Practically without resources except in the agricultural 
domain, Benin's only possibilities to reverse the trend of economic 
stagnation rest with increased cooperation with its neighbors, 
particularly Nigeria. Increased political stability has also led to 
experimentation in economic policy, experimentation which has not 
always been successful. Until the government can solve its many 
organizational problems and coordinate its development planning, 
efforts to generate economic growth will continue to be hampered. 


B. IMPLICATIONS FOR THE UNITED STATES 


Until the advent of the Kerekou government, France was the 
paramount economic influence in Benin. French influence remains 
strong, but for many reasons, mostly political, Benin is no longer 
a French preserve. The political stance of the military revolutionary 
government has strengthened economic ties with the countries of Eastern 
Europe, the People's Republic of China, and countries like Libya 
and Algeria. However, the bulk of Benin's commerce remains with the 
West. Problems usually encountered by the American businessman 
include language, distance from American supply sources, the rela- 
tively small size of the Beninese market, and the unfamiliarity of 
political and commercial systems formed by French colonialism but 
altered to fit a Marxist-Leninist model. 


Two important factors militate toward a greater U. S. commercial 
interest in Benin. The first is Benin's increasing importance as 
a supply base for Nigeria. As the congestion in Lagos increases, 
the improving road and port infrastructure in Benin will offer greater 
facility for access to the expanding Nigerian market. This is a fact 
kept well in mind by both the Beninese and the Nigerians. Secondly, 
Benin's adoption of the tariff principles of the Lome Convention 
means the gradual abolition of reverse preferences for Common Market 
goods. American goods will therefore become more price-competitive in 
office equipment, and hand-tools. Such factors as quality and diversity 
will also have more importance. 


Benin continues to maintain a liberal investment code, but as has 
been noted above, private foreign investment is scarce. Potential 
investors should coordinate closely with government authorities and 
should be open to joint ventures. The best possibility for investment 
is in the agro-industrial sector. Investors should also keep in mind 
the shortage of advanced technology and skilled manpower. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





